SOFTWOOD LUMBER AGREEMENT
BETWEEN
THE GOVERNMENT OF THE UNITED STATES OF AMERICA
AND

THE GOVERNMENT OF CANADA

The Government of the United States of America and the Government of Canada (hereinafter referred
to as the Parties):

HAVE AGREED ASFOLLOWS:

ARTICLE |

ACTIONSBY THE UNITED STATES

1. ThisAgreement isintended to ensure that there is no materia injury or threat thereof to an
industry in the United States from imports of softwood lumber from Canada. Domestic producers
accounting for more than 60 percent of the total U.S. production of softwood lumber, within the
meaning of 19 U.S.C. 1671a(c)(4)(D) and 1673a(c)(4)(D), have submitted the | etters attached at
Annex 1 and the Department of Commerce will rely on the representations contained in those | etters.
Title VII of the Tariff Act of 1930 sets out possible independent additiona grounds on which the
Department may dismiss a petition if the Department finds such grounds exigt.

2. The United States shdl not sdf-initiate an investigation under Title VI of the Tariff Act of 1930,
as amended, or any successor law, with respect to imports of softwood lumber from Canada. If a
petition isfiled under Title VII of the Tariff Act of 1930, as amended, or any successor law, with
respect to imports of softwood lumber from Canada, the Department of Commerce shdl dismissthe

petition.

3. TheUnited States shadl not take action under sections 201-204 of the Trade Act of 1974, as
amended, or any successor law, with respect to imports of softwood lumber from Canada.



4.  The United States shall not take action under section 204 of the Agricultural Act of 1956, as
amended, or any successor law, with respect to imports of softwood lumber from Canada, except as
required for the collection of permit numbers under Article IV (2)(1).

5. The United States shdl not initiate an investigation or take action under sections 301-305 of the
Trade Act of 1974, as amended, or any successor law, with respect to imports of softwood lumber
from Canada.

ARTICLE I

CANADIAN EXPORT PERMIT

1. Canadashdl place softwood lumber on the Export Control List under the Export and Import
Permits Act, as amended, and require afederd export permit for each exportation to the United States
of softwood lumber first manufactured in the province of Ontario, Quebec, British Columbia or Alberta
and shall require any person to which such a permit isissued to keep records relating to its issuance for
60 months after the date of issuance of the permit.

2. Canadashdl collect afee on issuance of apermit for export to the United States of softwood
lumber first manufactured in the province of Ontario, Quebec, British Columbia or Albertafor quantities
above the established base in agiven year. The fee shdl be determined in accordance with the
following schedule:

Exports (Yearly) Fee

(@ 14.7 billion board feet (the established base) or less Free

(b) Morethan 14.7 and less than or equa to 15.35 hillion US$50 per thousand board feet
board feet (the lower fee base)

(60 Amountsin excess of 15.35 hillion board feet US$100 per thousand board
(the upper fee base) feet

3. Thefeesdescribed in paragraph 2 shall be adjusted for inflation on April 1 each year, beginning in
1997, based on the annua percentage change in the smple average of the annud vauein:

€) the Consumer Price Index, All Urban Consumers, All items less food and energy,
published by the U.S. Department of Labor, Bureau of Labor Statistics; and

(b) the Consumer Price Index for Canada, All-Items, published by Statistics Canada,
catalogue no. 62-010-XPB,

over the previous caendar year.



4.  Prior to the beginning of each year, Canada shdl alocate the established base and the lower fee
base for that year among Canadian softwood lumber exporters, except that Canada shall make every
effort to make the alocation for the first year of this Agreement by July 1, 1996, but in no event later
than September 30, 1996.

5.  Subject to paragraph 9, until Canada makes the first alocation referred to in paragraph 4,
Canada shdl collect the fee under subparagraph 2(b) during a caendar quarter from each exporter who
exports softwood lumber first manufactured in the province of Ontario, Quebec, British Columbia or
Alberta to the United States following the date on which exports from Canadain that quarter equa or
exceed 28.75 percent of the established base (excluding any additional quantities of exports alowed
under Article 111 -Trigger Price). For quantitiesin excess of 650,000,000 board feet that are subject to
afee under this paragraph, Canada shdl collect the fee set out in subparagraph 2(c), in lieu of the fee
st out in subparagraph 2(b).

6. Subject to paragraph 9, upon allocation by Canada of the established base and the lower fee
base among Canadian softwood lumber exporters, Canada shdl collect the applicable fee under
subparagraph 2(b) or (c), as determined in accordance with paragraph 7, during a caendar quarter
from each exporter of softwood lumber first manufactured in the province of Ontario, Quebec, British
Columbia or Alberta whose exports to the United States in that quarter exceed 28.75 percent of its
yearly alocation of the established base (excluding any additiond quantities of exports alowed under
Article 11l -Trigger Price). The fee shdl apply with respect to the quantity of the exporter's exports of
softwood lumber to the United States during the calendar quarter that exceeds 28.75 percent of the
exporter's yearly alocation of the established base (fee quantity).

7.  Theexports on which afeeis payable under paragraph 6 shall be deemed to be exports within
the lower fee base set out in subparagraph 2(b), except that if the sum of:

(@ theexporter'sfee quantity for the then calendar quarter, and
(b) the exporter's fee quantitiesin previous caendar quarters of the same year

exceeds the exporter's lower fee base alocation, such exports, to the extent of the excess, shdl be
deemed to be exports within the upper fee base set out in subparagraph 2(c).

8.  Canadamay remit, following collection:
(@ atheend of acaendar quarter, fees collected under paragraph 6, to the extent that such
fees were collected on exports of softwood lumber to the United States not in excess of
28.75 percent of the established base.

(b) a theend of the year, one-haf the amount of the fees collected under paragraph 2, if
exports of softwood lumber to the United States did not exceed 28.75 percent of the



established base in any cdendar quarter of that year, to the extent that such feeswere
collected on exports not in excess of the established base.

() atheend of the year, one-third the amount of the fees collected under paragraph 2, if
exports of softwood lumber to the United States exceeded 28.75 percent of the established
base in any cadendar quarter of that year, to the extent that such fees were collected on
exports not in excess of the established base.

The quantity of exports for which fees have been remitted under subparagraph (a) shdl be counted
againg an exporter's allocation of the established base, up to the point that the exporter has used up its
dlocation of the established base, in which case dl further quantities shall be counted againg the
exporter's lower fee base dlocation.

9. Canadashdl not be required to collect afee under paragraph 5 or 6 at any time from an
exporter:

(@& whaose production of softwood lumber was less than 10 million board feet in the previous
caendar year, or

(b) whose production of softwood lumber during the preceding cdendar quarter was
subgtantialy disrupted (i.e., reduced by at least 25 percent by comparison to the same
quarter of the previous year) due to aworker
grike, or amill fire, forest fire or other force majeure, provided that Canada provides
notice and documentation to the United States within 60 days following the event.

10. Thefeescollected under thisarticle shal be caculated based on the prevailing conversion rate of
the Bank of Canada as published in the Bank of Canada Daily Memorandum of Exchange Rates.

11. Nothing in this Agreement shdl prevent the trandferability of alocations referred to in paragraph 4
between exporters of softwood lumber first manufactured in the province of Ontario, Quebec, British
Columbiaor Alberta
ARTICLE |11
TRIGGER PRICE
1 For each cdendar quarter that the average price per thousand board feet as published in

Random Lengths for Spruce-Pine-Fir, Eastern, Kiln Dried, 2x4 random length, Standard & Better,
Great Lakes ddivered, equas or exceeds.




(@ US$405, inany cdendar quarter during the period April 1, 1996 through
March 31, 1998, or

(b) US$410, in any subsequent calendar quarter,

Canada may export to the United States, without afee, 92 million additiond board feet of softwood
lumber first manufactured in the province of Ontario, Quebec, British Columbia or Alberta. The
average U.S. price during a quarter shdl be the smple average of the weekly price, as published in
Random L engths, for the weeks that end within the three months that comprise the quarter.

2. The 92 million board feet that results from the application of paragraph 1 to a particular quarter
may be exported during the four quarters following that quarter.
ARTICLE IV

INFORMATION COLLECTION AND COOPERATION

Collection of Information
1. Canadashdl require exporters to the United States of softwood lumber first manufactured in the
province of Ontario, Quebec, British Columbia or Alberta, in connection with the issuance of a permit
under the Export and Import Permits Act, as amended, or any successor law, and the United States
ghdl require importers of such softwood lumber in connection with the customs entry of the softwood
lumber into the United States under section 484 of the Tariff Act of 1930, as amended, or any
successor law, to furnish to it the:

(@ name of manufacturer/mill;

(b) name of exporter;

(0 province of fird manufacture;

(d) 10digit U.S. H.S. Commodity Code and product description;

(&) quantity in board feet, cubic metres or square metres,

) vadue(US$);

(9 U.S port of entry;

(h) U.S. Customs entry number;



)  U.S entry date;
() name of importer (Canadato begin collection after July 1, 1996);
(k) mode of trangportation (Canada to begin collection after July 1, 1996);

()  export permit number (United States to begin collection as soon as practicable after the
entry into force of this Agreement); and

(m) indication of whether the importation for which the permit has been issued pertainsto
quantities described in subparagraph (), (b) or (c) of Articlel1(2), or Articlelll
(United States only - collection to begin as soon as practicable after the entry into
force of this Agreement),

of the softwood lumber subject to the exportation or importation.
Cooperation

2. Unlessthe Parties otherwise agree, representatives of the Parties shal exchange, on amonthly
bas's, aggregated data collected pursuant to paragraph 1, for the purpose of reconciling quarterly their
data covering the preceding calendar quarter and the year to date.

3. Canada shdl provide to the United States, on amonthly bass, data on the total fees collected
and remitted pursuant to Article Il covering the preceding caendar month and the year to date, broken
down by lower fee base and upper fee base.

4.  If the Parties cannot reconcile their aggregated data, they shdl exchange information regarding
exports by specific exporters, importers or manufacturers, and if necessary, regarding specific exports
and imports in order to achieve reconciliation.

5.  TheParties shdl cooperate for purposes of detection and prevention of fase designations of
province of first manufacture and quantities exported. Where the U.S. Customs Service has reason to
believe that an exporter has failed to obtain a permit as required or has made a fal se designation of
province of first manufacture or quantities exported, it may request the Export and Import Controls
Bureau of the Department of Foreign Affairs and Internationa Trade (Bureau) to vidit the premises of
the exporter to review the records referred to in Article 11 (1) and the premises of the manufacturer of
goods at issue, in order to ensure compliance with the Export and Import Permits Act, as amended,
or any successor law. The Bureau will conduct the visit following consultations between the Parties to
define the nature of the problem and to agree on the information required. Canada shall share
information relating to any such vist with the U.S. Customs Service.



6.  Nothing in this Agreement shal be construed to prevent a Party from imposing crimind, civil or
adminigrative pendties for violations of its laws and regulations rdaing to the implementation of thisarticle.

7.  The aggregated data collected under subparagraphs 1(c) through (g), and the aggregated data
pertaining to fees collected and remitted pursuant to Article 11, need not be treated as confidentia under
Article VI.

ARTICLEV

DISPUTE RESOLUTION

Consaultations

1.  Either Paty may request in writing consultations with the other Party regarding any matter
referred to in subparagraph 16(a) or (b) or that the Party considers may congtitute a breach of this
Agreement. Consultations shall commence within 20 days of the date following delivery of the request.

2.  TheParties shdl make every atempt to arrive a amutudly satisfactory resolution of the matter
through consultations. To thisend, the Parties shdll:

(@ provide sufficient information to enable afull examination of the issue;

(b) treat any confidentia information exchanged in the course of consultationsin accordance
with the provisons of Article VI,

and may mutually agree to have the matter resolved through the assstance of an appropriate neutral
third party.

Referral to Arbitration

3. If, within 35 days following the delivery of arequest for consultations, the Partiesfail to resolve a
meatter that the requesting Party considers to congtitute a breach of this Agreement, other than the taking
of an action by the United States inconsstent with Article |, the requesting Party may initiate arbitral
proceedings by delivering written notice of arbitration to the other Party. The notice shall specify the
nature of the alleged breach. Arbitra proceedings may not beinitiated or proceed with respect to any
matter that has been referred to an auditor under paragraph 16, except where such matter has been
referred to an arbitral panel under paragraph 17.

Appointment of Arbitral Panel



4.  Arbitrd pands shdl be composed of three pandists who may be selected from any of the
fallowing:

(@ theWTO indicativelig of governmentd and non-governmenta pandidts;
(b) theroster established under Article 1124(4) of the NAFTA; and
(c) theroster established under Article 2009(1) of the NAFTA.

5.  TheParties shal endeavour to agree on the panel chair within 15 days following the date of
ddivery of the notice of arbitration. If the Partiesfall to agree on the selection of a chair by that date,
the Parties shdl decide by ot which of them shdl sdect the chair. That Party shdl sdect the chair
within five days theresfter from among those roster members who are not citizens of that Party.

6.  Within 10 days after the pand chair is selected, each Party shdl sdect a pandist from among
those roster members who are citizens of the other Party. If aParty falsto sdect a pandist within the
time periods specified, the pandist shall be sdlected by ot from among the roster members who are
citizens of the other Party.

7.  Pandigs shdl be independent of, and not be affiliated with or take ingructions from, a Party,
including a gate or provincid government. Pandists shall be selected gtrictly on the basis of objectivity,
reliability, sound judgment and to the extent possible, expertise gppropriate to the substance of the
meatter in dispute. Pandigts shdl comply with the Code of Conduct for Dispute Settlement
Procedures under Chapters 19 and 20 of the North American Free Trade Agreement ("Code of
Conduct"), and in particular shdl be free of any conflict of interest or gppearance of such a conflict.

8. If aPaty bdievestha apandig isin violaion of the Code of Conduct, the Parties shal consult
and, if they agree, the pandist shall be removed and anew pandist shal be sdlected in accordance with
thisarticle. If amember of the arbitral pane withdraws from the pand prior to completing hisor her
duties, areplacement panelist shall be gppointed in the same manner as the pandist who has withdrawn
from the pandl.

9. Theremuneration of pandidts, ther travel and lodging expenses and dl generd expenses of the
pand shdl be borne equaly by the Parties. Panelists shal be remunerated and their expenses paid in
accordance with the rates established by the NAFTA Commission for panelists appointed to dispute
settlement panels under the NAFTA. Each panelist shal keep arecord and render afina account of
his or her time and expenses, and the panel shall keep arecord and render afind account of al generd
EXPENSES.

Submissions

10. Within 15 daysfallowing the gopointment of the third panelist, the complaining Party shdl deliver
to the panel and to the responding Party awritten submisson outlining its position and al documents



relied on in support of its clam, which may include information supplied to the Party by industry
representatives.

11. Within 20 days following the receipt of the submission, the responding Party shal ddliver to the
pand and to the complaining Party a written counter-submisson outlining its position and dl documents
relied on, which may include information supplied to the Party by industry representatives.

12. Thearhbitra pand shdl conduct the arbitration in the manner it consders gppropriate, including
establishing procedures to ensure the protection of confidentia information and relating to matters such
as the participation of experts and whether oral hearings should be held.

Decision

13. No later than 30 days after it recelves the counter-submission, the arbitra pand shdl issuea
written decision, together with its findings and reasons therefor, with regard to whether the matter
complained of congtitutes a breach of this Agreement. The decison shall contain no recommendation or
ingtruction to the Parties. A decison of the arbitra panel shdl be by mgority vote and based on the
votes of dl members of the pand.

14. Wherethe arbitral pand finds that the responding Party has breached this Agreement, the arbitra
panel shal providein its decision areasonable period of time for that Party to cureits breach. The
period established shal be the shortest reasonable time period feasible. If the Parties have not agreed
by the expiry of that period that the breach has been cured, the complaining Party may request the
pand to decide whether the breach has been cured by delivering the request in writing to the pand chair
and, concurrently, to the responding Party. The pand shdl issueits decison within 15 days after the
request is delivered. Paragraph 12 shal apply to proceedings initiated under this paragraph.

Referral to Auditor

15. At therequest of ether Party, the Parties shall gppoint an independent accounting firm (“auditor”)
to examine data furnished by the Parties regarding exports from Canada to the United States of
softwood lumber pursuant to a request under paragraph 16. The Parties shdl ensure that the auditor is
free from any conflict of interest, or gppearance of conflict of interest, and shdl require the auditor to
protect any confidentia information furnished to the auditor by the Parties. The cogts of the auditor
shall be borne equdly by the Parties.

16. At any time after a Party requests consultations under paragraph 1, a Party may request in writing
that the auditor provide an opinion:

(@ regarding whether Canada has failed to comply with its obligation to collect fees with
respect to exports of softwood lumber first manufactured in the province of Ontario,
Quebec, British Columbia or Alberta, as provided under Articlell; or



(b) where both Parties agree, regarding whether a Party hasfailed to comply with the
Agreement in some other respect.

The requesting Party shall concurrently provide a copy of the request to the other Party.

17. Within 10 days after delivery of the request, each Party shall furnish to the auditor any data that
the Party consders rdevant, which may include information supplied to the Party by industry
representatives, and shdl provide to the auditor any further information or assstance that it may require.
Within 20 days after receiving the request, the auditor shdl render an opinion to the Parties on the
matter. If, in consdering the data, and having made every effort to resolve the issue, the auditor
determines that there are questions of interpretation of this Agreement that are essentid for its decison
and that it congders it is not competent to resolve, it shal so advise the Parties. In any such case, the
auditor shal make such findings as are practicable regarding the matter. A Party may refer any such
question of interpretation to an arbitral pand pursuant to this article, and in its decision the panel shall
apply the findings of the auditor to the extent that the panel considers them gpplicable.

18. Inthe event the Parties agree pursuant to consultations that Canada has failed to collect fees as
provided under Article 1, or the auditor determines that Canada has failed to collect such fees or that a
Party has faled to comply with the Agreement in some other respect, the Party not in compliance shdl:

(@  with respect to amatter referred to in subparagraph 16(a), collect the foregone fees within
65 days following the gart of consultations;

(b) with respect to amatter referred to in subparagraph 16(b), take action to remedy the non-
compliance within 65 days following the start of consultations or such other period of time
as the Parties may agree; or

(¢) with respect to matters referred to in subparagraphs 16(a) and (b), take such other action
as the Parties may agree within such period of time as the Parties may agree.

19. Beginning as soon as practicable after the date on which the collection or action isinitiated under
paragraph 18, the auditor shall monitor such collection or action, as the case may be. Within 25 days
after the deadline for returning to compliance, the auditor shall provide an opinion to the Partieson
whether the Party not in compliance isin compliance with paragraph 18.

Action Following Breach or Auditor Determination
20. |If,
(@ anahitrd pand finds that Canada has breached this Agreement, and the panel decides

under paragraph 14, or the Parties agree by the expiry of thetime period for cure of the
breach, that the breach has not been cured; or



(b) theauditor determines, under paragraph 19, that Canada has not complied with paragraph
18,

the United States may suspend its obligations under Articles| and 1V. The United States shall
endeavour to avoid any suspenson that is manifestly excessive.

21, If,

(@ anahitrd pand finds that the United States has breached this Agreement, and the pane
decides under paragraph 14, or the Parties agree by the expiry of the time period for cure
of the breach, that the breach has not been cured,

(b) theauditor determines, under paragraph 19, that the United States has not complied with
paragraph 18; or

(c) theUnited States takes action incongstent with Article I, other than pursuant to paragraph
20,

Canadamay suspend its obligations under Articles |l and 1. Canada shdl endeavour to avoid any
suspension thet is manifestly excessive.

Other Procedures
22. The Parties may agree to modify the procedures set out in this article for the purpose of
expediting, enhancing or facilitating the resolution of controversies, including with respect to a particular
proceeding or matter.
ARTICLE VI
CONFIDENTIALITY
1. EachParty shal treat as confidentid, in accordance with its law, business proprietary information,
and any information designated as confidentid by the Party providing it, that is not otherwise avallable,
provided under this Agreement or during the consultative process or negotiation of this Agreemen.

2. Information referred to in paragraph 1

(@ may beused by and disclosed to government officids solely in connection with the
implementation or operation of this Agreement, except as compelled under law;



(b) shdl not, without the permission of the Party or person providing it, be used or disclosed in
any trade action or investigation of the type referred to in Article |; and

() ghdl bereturned by the Party who has received it to the Party or person who provided it
on termination of this Agreemen.

ARTICLE VII

GENERAL PROVISIONS

1. ThisAgreement iswithout preudice to the postion of ether Party asto whether the programs
and practices of ether Party in respect of forest management congtitute countervailable subsidies under
domestic or international |aw.

2. Nather Party shall take action to circumvent or offset the commitments set out in this Agreement,
including action having the effect of reducing or offsetting the export fees provided for in Article 11 (2)
or undermining the commitments set out in Article 1.

3. Canadashdl provide to the United States notice of any new, or amendment to a, federa or
Ontario, Quebec, British Columbia or Albertalaw, regulation or order-in-council governing sumpage
charges or forest management systems related to softwood [umber, within 45 days after such law,
regulation or order-in-council or amendment thereto, is adopted, or as soon thereafter as practicable.
Each Party shdl endeavour to respond to requests from the other Party for other information that is
relevant to the operation of this Agreement.

4.  Canadashal, based on sufficient information thet it obtains, certify to the United States each
quarter that it has no basisto believe that:

(@ thetimber pricing and forest management systems of the provinces of Ontario, Quebec,
British Columbia and Alberta have been modified other than as notified under paragraph 3;
and

(b) theseprovinces are collecting revenues at levels lower than cdled for under those systems.
The sufficiency of the information that Canada obtains shdl not be subject to dispute resolution under

Article V, nor shall requests under paragraph 3 be used for the purpose of obtaining the information on
which Canada renders its certifications.



5. InOctober of each year, Canada shdl provide the United States with yearly province-by-
province aggregations of the volume of Crown softwood timber harvested and revenues collected for
that timber in the provinces of Ontario, Quebec, British Columbia and Alberta

6. Annexes1and 2 areincorporated as an integra part of this Agreement.

ARTICLE VIII

AMENDMENT

The Parties may amend this Agreement by mutua agreement in writing.

ARTICLE IX

DEFINITIONS

For purposes of this Agreement and the Annexes.

aggregated data means data compiled in amanner that is not associated with, and could not be used
to identify, operations of a particular person;

boar d feet means aunit of measurement equa to 12" x 12" x 1". One thousand board feet = 2.36
cubic metres of lumber. One thousand board feet = 92.91 square metres of lumber. For the purposes
of this Agreement al conversions of board feet to cubic metres or to square metres, as the case may
be, shdl be made on a nomina measurement basis and shal not be rounded up to the nearest cubic
metre or square metre;

day means a cdendar day;
per son includes a natural person, sole proprietorship, partnership, corporation and association;

province of first manufacture means the province where the mill, a which the softwood lumber
product was first manufactured into such a product, is Situated, whether or not that product was further



processed (for example, planing or kiln drying) or was transformed from one softwood lumber product
into another such product (for example, a remanufactured product) in another province;

softwood lumber means articles dassified under:

(1) tariff item 4407.10.00 of the Harmonized Tariff Schedule of the United States (1996)
(United States International Trade Commission Pub. 2937, 19 U.S.C. 1202 (1988)); (for
purposes of description only, coniferous wood sawn or chipped lengthwise, diced or
peded, whether or not planed, sanded or finger-jointed, of athickness exceeding 6 mm);

(2) tariff items 4409.10.10, 4409.10.20 and 4409.10.90 of the Harmonized Tariff Schedule of
the United States (1996) (United States Internationa Trade Commission Pub. 2937,
19 U.S.C. 1202 (1988)); (for purposes of description only, coniferous wood (including
grips and friezes for parquet flooring, not assembled) continuoudy shaped (tongued,
grooved, rebated, chamfered, V-jointed, beaded, moulded, rounded or the like) along any
of its edges or faces (other than wood mouldings and wood dowe rods), whether or not
planed, sanded or finger- jointed); and

year means atwelve month period beginning April 1 and ending the following
March 31.

ARTICLE X
ENTRY INTO FORCE
This Agreement shdl enter into force on the date of signature, with effect from April 1, 1996, and

shdl remain in force for aperiod of five years after the effective date. It may be extended for a further
period on written agreement of the Parties.

IN WITNESS WHEREOF the undersigned, being duly authorised for this purpose by their respective
governments, have sgned this Agreemen.

DONE in duplicate & Washington, this 29th day of May 1996, in the English and French languages,
each text being equadly authentic.



FOR THE GOVERNMENT OF FOR THE GOVERNMENT
THE UNITED STATESOF OF CANADA
AMERICA



